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Target Price Range
2023 2024 2025

ESSENTIAL UTIL. NYSE-WTRG 41.67 41.7 37.5
23.0 2.03 2.4%

TIMELINESS 2 Lowered 4/24/20

SAFETY 2 Raised 4/20/12

TECHNICAL 2 Lowered 6/12/20
BETA .90 (1.00 = Market)

18-Month Target Price Range
Low-High Midpoint (% to Mid)

$34-$87 $61 (45%)

2023-25 PROJECTIONS
Ann’l Total

Price Gain Return
High 55 (+30%) 9%
Low 40 (-5%) 2%
Institutional Decisions

3Q2019 4Q2019 1Q2020
to Buy 248 274 252
to Sell 210 242 292
Hld’s(000) 143792 149836 161407

High: 17.2 18.4 19.0 21.5 28.1 28.2 31.1 35.8 39.6 39.4 47.3 54.5
Low: 12.3 13.2 15.4 16.8 20.6 22.4 24.4 28.0 29.4 32.1 32.7 30.4

% TOT. RETURN 5/20
THIS VL ARITH.*

STOCK INDEX
1 yr. 12.5 -1.3
3 yr. 42.8 5.2
5 yr. 86.2 18.7

CAPITAL STRUCTURE as of 3/31/20
Total Debt $5225.0 mill. Due in 5 Yrs $496.0 mill.
LT Debt $4729.0 mill. LT Interest $145.0 mill.

(49% of Cap’l)

Pension Assets-12/19 $266.4 mill.
Oblig. $310.5 mill.

Pfd Stock None
Common Stock 245,041,284 shares
as of 4/27/20

MARKET CAP: $10.2 billion (Large Cap)
CURRENT POSITION 2018 2019 3/31/20

($MILL.)
Cash Assets 3.6 1868.9 31.8
Receivables 101.2 67.1 179.6
Inventory (AvgCst) 15.8 18.4 33.9
Other 26.6 58.3 122.7
Current Assets 147.2 2012.7 368.0
Accts Payable 77.3 74.9 115.6
Debt Due 160.0 130.8 496.0
Other 161.7 113.1 215.8
Current Liab. 399.0 318.8 827.4

ANNUAL RATES Past Past Est’d ’17-’19
of change (per sh) 10 Yrs. 5 Yrs. to ’23-’25
Revenues 1.5% .5% 11.5%
‘‘Cash Flow’’ 5.0% 2.0% 5.5%
Earnings 7.0% 1.5% 7.0%
Dividends 7.5% 8.0% 7.5%
Book Value 8.0% 9.0% 7.0%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)
Mar.31 Jun.30 Sep.30 Dec.31

2017 187.8 203.4 215.0 203.3 809.5
2018 194.3 211.9 226.2 205.7 838.1
2019 201.1 218.9 243.6 226.1 889.7
2020 255.6 475 515 499.4 1745
2021 520 490 530 515 2055
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
2017 .28 .34 .43 .30 1.35
2018 .29 .37 .44 d.02 1.08
2019 .09 .25 .38 .28 1.04
2020 .20 .23 .30 .27 1.00
2021 .22 .27 .33 .38 1.20
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B ■

Mar.31 Jun.30 Sep.30 Dec.31
2016 .178 .178 .1913 .1913 .74
2017 .1913 .1913 .2047 .2047 .79
2018 .2047 .2047 .219 .219 .85
2019 .219 .219 .2343 .2343 .91
2020 .2343 .2343

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
2.78 3.08 3.23 3.61 3.71 3.93 4.21 4.10 4.32 4.32 4.37 4.61 4.62 4.56
.87 .97 1.01 1.10 1.14 1.29 1.42 1.45 1.51 1.82 1.89 1.87 2.07 2.12
.51 .57 .56 .57 .58 .62 .72 .83 .87 1.16 1.20 1.14 1.32 1.35
.29 .32 .35 .38 .41 .44 .47 .50 .54 .58 .63 .69 .74 .79

1.23 1.47 1.64 1.43 1.58 1.66 1.89 1.90 1.98 1.73 1.84 2.07 2.16 2.69
4.71 5.04 5.57 5.85 6.26 6.50 6.81 7.21 7.90 8.63 9.27 9.78 10.43 11.02

158.97 161.21 165.41 166.75 169.21 170.61 172.46 173.60 175.43 177.93 178.59 176.54 177.39 177.71
25.1 31.8 34.7 32.0 24.9 23.1 21.1 21.3 21.9 21.2 20.8 23.5 23.9 24.7
1.33 1.69 1.87 1.70 1.50 1.54 1.34 1.34 1.39 1.19 1.09 1.18 1.25 1.24

2.3% 1.8% 1.8% 2.1% 2.8% 3.1% 3.1% 2.8% 2.8% 2.4% 2.5% 2.6% 2.3% 2.4%

726.1 712.0 757.8 768.6 779.9 814.2 819.9 809.5
124.0 144.8 153.1 205.0 213.9 201.8 234.2 239.7

39.2% 32.9% 39.0% 10.0% 10.5% 6.9% 8.2% 6.6%
- - - - - - 1.1% 2.4% 3.1% 3.8% 6.3%

56.6% 52.7% 52.7% 48.9% 48.5% 50.3% 48.4% 50.6%
43.4% 47.3% 47.3% 51.1% 51.5% 49.7% 51.6% 49.4%
2706.2 2646.8 2929.7 3003.6 3216.0 3469.5 3587.7 3965.4
3469.3 3612.9 3936.2 4167.3 4402.0 4688.9 5001.6 5399.9

5.9% 6.9% 6.6% 8.0% 7.8% 6.9% 7.6% 7.1%
10.6% 11.6% 11.0% 13.4% 12.9% 11.7% 12.7% 12.2%
10.6% 11.6% 11.0% 13.4% 12.9% 11.7% 12.7% 12.2%
3.7% 4.6% 4.3% 6.7% 6.1% 4.7% 5.6% 5.1%
65% 60% 61% 50% 52% 60% 56% 59%

2018 2019 2020 2021 © VALUE LINE PUB. LLC 23-25
4.71 4.03 7.00 8.15 Revenues per sh 8.45
1.90 1.73 1.75 2.00 ‘‘Cash Flow’’ per sh 2.65
1.08 1.04 1.00 1.20 Earnings per sh A 1.75
.85 .91 .97 1.03 Div’d Decl’d per sh B■ 1.30

2.78 2.49 3.80 3.80 Cap’l Spending per sh 4.75
11.28 17.58 18.60 18.85 Book Value per sh 20.00

178.09 220.76 250.00 252.00 Common Shs Outst’g C 260.00
32.6 39.1 Bold figures are

Value Line
estimates

Avg Ann’l P/E Ratio 27.0
1.76 2.12 Relative P/E Ratio 1.50

2.4% 2.2% Avg Ann’l Div’d Yield 2.7%

838.1 889.7 1745 2055 Revenues ($mill) 2200
192.0 224.5 250 300 Net Profit ($mill) 455
6.6% 6.6% 2.0% 3.5% Income Tax Rate 8.0%
6.8% 7.2% 7.0% 7.0% AFUDC % to Net Profit 7.0%

54.4% 43.1% 56.5% 57.5% Long-Term Debt Ratio 40.5%
45.6% 56.9% 43.5% 42.5% Common Equity Ratio 59.5%
4407.8 6824.2 10650 11250 Total Capital ($mill) 12800
5930.3 6345.8 9500 10150 Net Plant ($mill) 12000

5.5% 4.2% 3.0% 3.5% Return on Total Cap’l 4.5%
9.6% 5.8% 5.5% 6.5% Return on Shr. Equity 9.0%
9.6% 5.8% NMF 6.5% Return on Com Equity 9.0%
2.1% .9% NMF 1.0% Retained to Com Eq 2.5%
79% 84% 97% 86% All Div’ds to Net Prof 74%

Company’s Financial Strength A
Stock’s Price Stability 90
Price Growth Persistence 75
Earnings Predictability 60

(A) Diluted egs. Excl. nonrec. gains: ’12, 18¢.
Excl. gain from disc. operations: ’12, 7¢; ’13,
9¢; ’14, 11¢. Quarterly EPS do not add in ’19
due to a large change in the number of shares

outstanding in the Dec. period. Next earnings
report August 5th. (B) Dividends historically
paid in early March, June, Sept. & Dec. ■ Div’d.
reinvestment plan available (5% discount).

(C) In millions, adjusted for stock splits.
(D) Includes intangibles: 3/31/20, $2.352
bill./$9.60 a share.

BUSINESS: Essential Utilities, Inc. became the new name for
Aqua America on Feb. 3, 2020, to reflect the acquisition of Peoples,
a natural gas utility, which occurred in 3/20. In 2019, Aqua Amer.
provided water and wastewater services to about three million
people in PA, OH, TX, IL, NC, NJ, IN, and VA. Employed 1,583.
Acquired AquaSource, 7/13; North Maine Utilities, 7/15; and others.

Water supply revenues 2019: residential, 58%; commercial, 16%;
industrial, wastewater & other, 26%. Off. & dir. own less than 1% of
the common stock; BlackRock, 10.5%; Vanguard, 10.4%; (4/20
proxy). Canadian Pension Plan about 8.8%. Pres. & CEO:
Christopher Franklin. Inc.: PA Addr.: 762 West Lancaster Ave.,
Bryn Mawr, PA 19010. Tel.: 610-525-1400. Int.: www.essential.co.

Essential Utilities will probably not
be affected much by the coronavirus.
The demand for water and natural gas will
likely increase from the residential sector
as stay-at-home mandates were in effect
for most of the company’s service area.
Sales here should easily offset declines in
the commercial and industrial segments.
Barring a considerable move in prices, con-
sumer demand for water and natural gas
is relatively inelastic.
Integrating a recent large acquisition
into existing operations ought to
remain the primary focus this year. In
mid-March, the company spent $4.3 billion
(including the assumption of $1.1 billion
in debt) to buy Peoples gas utility. Though
the businesses will operate as separate
entities, Essential is trying to cut adminis-
trative and regulatory costs where func-
tions overlap. Our presentation now in-
cludes both companies. The one area we
still don’t have a solid handle on is reve-
nues, as they were included in just two
weeks of the first quarter.
Earnings should probably be subdued
in the near term. Expenses related to the
merger will most likely put a damper on

the bottom line both this year and next. In
addition, since we use GAAP accounting in
our estimates, much will have to do with
how management chooses to write off its
intangible assets. These soared from $64
million at yearend, to $2.35 billion in the
first quarter. It is important to note, how-
ever, that these charges to the bottom line
won’t impact the company’s cash balance.
The construction budget is consider-
able. As part of the deal to gain regulatory
approval for the purchase of Peoples, Es-
sential agreed to repair about 3,000 miles
of antiquated gas pipelines. The company’s
water business is also in the midst of a
major rebuilding program (as are almost
all of its peers). Thus, capital expenditures
are expected to total $2.8 billion through
2022. In 2020, about $550 million and
$400 million will be spent on the water
and gas operations, respectively.
These shares are appropriate for
short-term conservative accounts. The
equity is pegged to outperform the market
in the year ahead. However, total return
potential out to 2023-2025 is well below
the Value Line median.
James A. Flood July 10, 2020

LEGENDS
1.60 x Dividends p sh
divided by Interest Rate. . . . Relative Price Strength

5-for-4 split 9/13
Options: Yes
Shaded area indicates recession
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